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system, he would borrow of any one out of many
competing banks, selecting the one that would lend
cheapest; but under our present artificial system,
he is confined to a single bank, which can fix its
own charge.

If contrary to expectation a collapse occurred;
the Government might withdraw, as the American
Government actually has withdrawn, its balance
from the bankers. It might give its aid, lend
Exchequer bills, or otherwise pledge its credit for
the moment, but when the exigency was passed it
might let the offending banks suffer. There would
be a penalty for their misconduct New and better
banks, who might take warning from that miscon-
duct, would arise. As in all natural trades, what is
old and rotten would perish, what is new and good
would replace it. And till the new banks had
proved, by good conduct, their fitness for State
confidence, the State need not give it The Govern-
ment could use its favour as a bounty on prudence,
and the withdrawal of that favour as a punishment
for culpable folly.

Under a good system of banking, a great collapse,

leave of Parliament, tlie Chancellor of the Exchequer cannot borrow
except from the Bank of England on " deficiency bills." And as
regards the fixing of rates by the Bank, while in the case of Ways
and Means advances the rate of interest to be charged is a matter
of negotiation between, the Treasury and the Bank, the rate to be
paid for Deficiency advances is under existing arrangements fixed
at one-half of the Bank rate at the time.